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302 WEST WASHINGTON STRELE
ROOM E418
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Telephone: {317) 232-2513
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Web Site: www.in.govishoa

January 6, 2010

Carol Cutter, Chairperson

Indiana Political Subdivision Risk Management Commission
311 W. Washington St. Suite 300

Indianapolis, IN 46204

Dear Ms. Cutter:

We have received the audit report prepared by Thomas & Reed, LLC, Independent Public
Accountants for the period January 1, 2008 to December 31, 2008. Per the auditors’ opinion, the audit
performed was conducted in accordance with auditing standards generally accepted in the United States
of America and the financial statements included in the report present fairly the financial condition, except
as listed in note 1 and 2, of the Indiana Political Subdivision Risk Management Commission as of

December 31, 2008 and the results of its operations for the period then ended, on the basis of accounting
described in the report.

The above referenced reportis filed with this letter in our office as a public record.

STATE BOARD OF ACCOUNTS



Thomas & Reed, LLC

Certified Public Accountants & Consultants
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Celtlﬁed Pubhc Accountants & (‘onsultants

Independent Accountants’ Audit Report
July 8, 2009
Indiana Political Subdivision Risk Management Commission
311 W. Washington Sireet
Indianapolis, Indiana 46204

We have audited the balance sheets of Indiana Political Subdivision |

Qur responsibility is to express an oplnlon on these financial statements baséd

We conducted our audit in accordance with auditing s}é dards generally accepier
America. Those standards require thal we plan and perfo) i )
whether the financial statements are free of material miss; n audit include
basis, evidence supporting the amounts and disclosures In L C
assessing the accounting principles used thd significant estlmat -
evaluating the overall financiai statement pr entatton We be{tev that our aud
for our opinion. &N gf’

As described in Notes 1 and 2, there are no reserves for losses a q other claims estimated for the year 2008.
Because of the limited number mbers and insu}rcient hlstonca\i a, IPSRMC has made no provision for
losses incurred but not repog diustment e exp: n§es In ou; n:on the provision for losses incurred;
but not reported, is requ:regg ¥ | accepted in the Unites States of America.

mining, on a test
audit also includes
management as well as
yrovides a reasonable basis

In our opinion, excep he omission :scussed in the preceding paragraph, the financial statements referred
to above present fa i!\maierlal res ects, the financial position of Indiana Political Subdivision Risk
sﬁ_\as of Dece ber 31 2008 and the results of their operattons and their cash

flows for the yearended in
America. 7

The §chedl
part of the

h information has not been subjected to the auditing procedures
cial statements and, accordingly, we express no opinicn on this

i of the basic finah

Stephen A. Reed, CPA, MBA
Audit Member
Indianapolis, indiana

1.
“Our Client’s Success Is Our Success”




Political Subdivision Risk Management Commission Funds
Balance Sheet
As of December 31, 2008

KISk
Management  Catastrophic
Fund Liahility Fund Total

ASSETS
Cash and short-term investments
Accrued investment income A

Total assets $ 111419

Pt
e

5 7918385 § 9032585
611 80,611

80 ;6
§ 7999000 § 9113196

LIABILITIES

Accrued expenses - 25478 25478
Total liabilities - 25,478 25478
FUND BALANCE

Fund balance unrestricted 517,321 7973522 8,490,843
Contributed surplus 596,875 - 596,875
Total fund halance 1,114,196 7973522 9087718
Total liabilities and fund balance $ 1114196 § 7999000 § 9113196

See Accompanying Accountants’ Andit Report and Notes to Financial Statements.



Political Subdivision Risk Management Commission Funds
Statements of Revenue, Expenses and Changes in Fund Balance
Year Ended December 31, 2008

Risk
Management

, Catastrophic
L jability Fund

Total

REVENUES
Premiums eamed 63,989
Investment income 240.099
Total revenues 304,088
EXPENSES
Commissions 3,839 3,839
65,134 65,134
25,478 25,478
32,414 32414
126,865 126,865
EXCESS OF REVENUES OVER EXPENSES 19,364 157,859 177,223
FUND BALANCE AT BEGINNING OF YEAR 1,094,832 7,815,663 8,910,495
FUND BALANCE AT END OF YEAR $ 1,114,196 § 7973522 $ 9,087,718

See Accompanying Accountants’ Audit Report and Notes to Financial Statements.



Political Subdivision Risk Management Commission Funds
Statements of Cash Flows
Year Ended December 31, 2008

Risk Management  Catastrophic
Fund  ,  Liabiliy Total

NET CASH FROM OPERATING ACTIVITIES

Excess of revenues over expenses/ $ 19,364 = 177,223
(expenses over revenues)
Adjustments to reconcile excess of
revenues over expenses/{expenses
over revenues) to net cash from
operating activities -
Change in net assets anc(ié}ia’ﬁ ‘ - -
Premium receivables 95 95
Accrued investmept - (3,945) (3,945)
Accrued expenses - (15,522) (15,522)
19,364 138,487 157,851

beginning of year - $ 1004832 $ 7779902 $ 8874734

)
&

Cash and cash equivalents at end of year $ 1,114196 $ 7918389 § 9,032,585

See Accompanying Accountants’ Audit Repor! and Notes fo Financial Statements.



INDIANA POLITICAL SUBDIVISION RISK MANAGEMENT COMMISSION FUNDS
ESEIEC?EENATURE OF ACTIVITIES AND SUMMARY OF SIGNIFICANT ACCOUNTING

Business Activity: The financial statements include the accounts of the Political Subdivision
Risk Management Fund (Basic fund or Risk Management fund) and the Political Subdivision
Catastrophic Liability Fund (Catastrophic fund). The funds are adminisiered by the Indiana
Political Subdivision Risk Management Commission (IPSRMC) and operate under authority
created by the legislature of the State of Indiana. The funds were established to aid political
subdivisions in protecting themselves against liabilities. Members may withdraw from the funds
by providing written notice of their infent to withdraw ninety days prior to the end of the policy
period. At December 31, 2008, there were 2 members partl(;tpatmg in the Catastrophic fund and
no members in the Basic/Risk Management fund.

to close the Basm fund.
uary 12, 20032 |PSRMC

Effective July 1, 1998, the legislature granted IPSRMC the auth
The Basic fund was suspended January 1, 1999. However, on~
reactivated the Basic fund.

ASB basis of
Accrual entries

Basis of Accounting: The funds recognize reven
accounting. Thzs method does not require accrual b

Cash and Cash Eguivalents: Cas a,bd cash equwélents includetall monies in hanks and
highly liquid investments with maturity of !e\azs than three‘*(nonths The'é carrying value of cash and
cash equivalents approximates fair value because of th short maturities of those financial
instruments.

Recognition of Premlum ReV TTE dre recognized as revenues on a pro-
rata basis over the pblicy term. ]PSRMC has the“atithority to retroactively assess members for
fund operatlng defi ., 1 hese s“"emal assessments are recognized as revenues when
assessed. >

Short-Term’ Investments: (R
investmént in interest-bearing

MC depositsfgii funds with the Treasurer of State of Indiana for
counts. ¢

feparation of fln an ral statements in conformity with accounting principles
in the United Sffcltes of America requires management to make estimates
that affect certain reported amounts and disclosures. Accordingly, actual
-5m those estimates.

4

Reserve for Losses and Other Claims: The decrease in memberships and insufficient past
experience has preclided IPSRMC from making a reasonable estimate to reserve for losses
incurred, but not reported or loss adjustment expenses. The methods for making such estimates
and for establishing the resulting liability are continually reviewed, and any adjustments are
reflected in earnings currently.

and assumptic
results could diffe

The maximum amounts payable for any liability of the Basic fund is $700,000 per person and
$1,000,000 per occurrence. Generally, the Catastrophic fund covers liabilities in excess of
primary coverage up to $5,000,000.




NOTE 1 — NATURE OF ACTIVITIES AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES CONTINUED:

Contributed Surplus: Contributed surplus represents annuai assessments levied against
members of the Basic fund. There were no surplus assessments for 2008.

Income Taxes: The funds are exempt from taxation under Section 501(c){6) of the Internal
Revenue Code. Accordingly, no provision for federal and state income taxes has been made.

Premium Receivable: IPSRMC accounts for premium receivable based on amounts billed to
customers. Most billings and past due receivables are deterrp' ed based on contractual terms.
IPSRMC does not accrue interest on any of its premium re%e /

NOTE 2 - RESERVE FOR LOSSES AND OTHER CLAIMS

No activity in the reserve for losses and other claif

NOTE 3 - MANAGEMENT AGREEMENT

IPSRMC entered into a management agteement with g’lijg)llc Risk Ur{‘derwriters of Indiana, Inc.,
d/bla Downey Insurance Services Februaryy], 2007, wh'%h is due to expire January 31, 2010.
Under terms of the agreement, Downey InsUr nce receives management fees equal to 10% of
all assessments paid to IPSRMG:by. its membersy, In addii@j‘,ﬁ’a predetermined fee will be paid

fee, e year ending December 31, 2008 were




Indiana Political Subdivision Risk Management Commission Funds
Schedule of Historical Information - Basic
December 31, 1988 through 2008
(Unaudited)

Loss
Premium Investment Adjustment Clajms
Earned Income  Expenses-Net <Paid Totals Cumulative

1988 355,897 18530
1989 353016 31,009
1990 326,377 75,305 68 , 183 490
1991 159,986 77194 7 303,891
1992 156,045 390 585
1993 128,167 ) 527 349
1994 134,001 21 38& 06,063 118348 645697
1995 118,375, 74753 720,450
1996 98956 819,406
1997 62353 881759
1998 . 5357 887,116
19997 > 75492 962,608
700 963,308

- 963,308
4764 968,072
10,781 978853

, - 508 979,361
17,790 - 708 708 980,069
59,330 - - - 980,069
62,499 - - - 980,069

19,364 - - - 980,069



indiana Political Subdivision Risk Management Commission Funds

Schedule of Historical Information - Catastrophic
December 31, 1988 through 2008
(Unaudited)

Loss
Premium Investment Adjustment /Cla ]
Earned Income  Expenses-Net  Paid Totals

Gumulative

1988 568,509 15,785
1989 765,740 65,894
1990 859,866 84,919
1991 700,932 120,7;:9{
1992 626,592 62,738"
1993 675,399
662,181 &

1,311,663 1,316,271

- 39,385

539,257
v

110,751 -

61,569 - - -
, 49,026 - - -
661852 179,876 - - -
2006 481617 370,603 - - -
2007 183320 383,918 - - -
2008 63,989 220,735 - - -

357
2,048
2,548

2,048
2,548
2,548

1,318,819

1,318,819

1,358,204

1,368,204

1,358,204
1,358,204
1,358,204

1,358,204

1,358,204

1,358,204

1,358,204 -

1,358,204

1,368,204



Thomas

Certified Pub ic Accountants & Consultants

July 8, 2009

Indiana Pclitical Subdivision Risk Management Commission
311 W. Washington Street
Indianapolis, Indiana 46204

In planning and performing our audit of the financial statements of Indiana Political Subdivision Risk
Management Commission(IPSRMC} as of December 31, 2008 in accord?vgte with auditing standards generally
accepted in the United Slates of America, we considered IPSRMC's inteffial controls over financial reporting as
a basis for designing our auditing procedures for the purpose of; §§
statements, but not for the purpose of expressmg an opinion o the

controls. Accordingly, we do not express an opinion on the effectiveness of t

ing our opinion on the financial
cliveness of the er\tllys internal
ity’s internal coni}

would not necessarily identify all deficiencies in internal 50
weaknesses. However, as described below, we identifi ed
Matters communicated in this letter are classified as follows:

management or employees in the nor
detect misstatements on a timely basis. A

e Significant Deficiency - A significant defi c1e\cy isa control del" iciency, or a combination of control
! blhty to mah@te authonze record process, or report

financial data relre;by in ag
more than a rg(mote likeliho
inconsequentia I_not be prevente
« Material

more lhan"a emote likelihood that a matertal misstatement of the fi nancta!
ted or detected b‘@ the entity's internal controls.

During; i revi ere' no findings o be reported.

&

Sincerely,

_ %/M -ﬁg;ﬁm bh

* Stephen A. Reed, CPA, MBA : 9.
Audit Member
indianapaolis, Indiana

“Our Client’s Success Is Our Success”




1S

Certified Pu

Reed,

blic Accountants & Consultants

July 8, 2009

Indiana Political Subdivision Risk Management Commission
311 W. Washington Street
Indianapolis, Indiana 46204

We have audited the financial statements Indiana Political Subdivision Risk Management Commission
(IPSRMC) for the year ended December 31, 2008, and have issued oyy'report thereon dated July 8, 2009.
Professional standards require that we provide you with the following infdiination related to our audit;

Our Responsibilify Under U.8. Generally Accepted Auditing Staﬁd

As stated in our engagement letter dated March 25, 2009, our responsibility;’
standards, is to express an opinicn about whether the fi

We performed the audit according to the
entrance meeting held on May 11, 2009.

Significant Audit Findings

Management is respop§ib
terms of our engagefen
and their application. The'

financial statements»No new

changed during fiscal year 2008
the year fdrivhich thee is a lack of:
Reeq}, . Cbooked at ¢ajendar year 8 7

ion and use of appropriate accounting policies. In accordance with the
, we will advise management about the appropriateness of accounting policies

gbant acco\ﬁ?@ig\g polices used by IPSRMC are described in Note 1 to the

i

unting policne%{.gere_ adopted and the application of existing polices was not
Vo.noted no t nsactions entered into the general ledger by IPSRMC during
itative guidance or consensus. There were accrual entries, Thomas &

Accounting
management's<k
events. Certain
statements and be
future events affecting
audit report related o signi

edge and experiefice about past and current events and assumptions about future
unting estimates are pardicularly sensitive because of their significance to the financial
of their significance to the financial statement and because of the possibility that

ml:?y- differ significantly from those expected. See reserve language included in the
t estimates.

Difficulties Encounterefi] in Performing the Audit

We encountered no significant difficulties in dealing with management in performing and completing
our audit.

10.

“Our Client’s Success Is Our Success”




Correct and Uncorrected Misstatements

Professional standards to require us accumulate all known and likely misstaternent identified during the audit,
other those that are frivial, and communicate them to the appropriate level of management. Management has
corrected all such misstatements. In addition, none of the misstalement delected as a result of audit
procedures and corrected by management were material, ether individually or in the aggregate, fo the financial
statements taken as a whole.

Disagreementis with Management

For purpose of this letter, professional standard define a disagreement with management as a financial
accounting, reporting, auditing malter, whether or not resolved to our saiiSfaction that could be significant to
the financial statements or the auditor's report. We are pleased to reggrt that no such disagreement arose
during the course of our audit.

Management Representation

In some cases, management may decigé-toJconsult with othel ‘countant abgut auditing and accounting
matter, similar to obtaining a "second opinion” “égcertain situatib"{)}i. If a consultant involves application of an
accounting principle to IPSRMC financial statem Q‘E&or a detern‘fi:rﬁ_,alion of the type of auditor’s opinion that
may be expressed on those statements, our professional standards require the consulting accountant to

check with us to determine t nt has all‘felevant facti To/ur knowledge, there were no such

N cluding the application of accounting principles and auditing
year pricr<lo, th

! :

{13,:\ \ 7
io\n is inte%ﬁigd solely for the Use,of the Board of Directors and management of IPSRMC and is not
apd should nigl be used by;anyone other than these specified parties.

Sincerely,

| 2@/’/ “:"(M (oA, Mk

Stephen A. Reed, CPA, MBA
Audit Member
indianapolis, Indiana

1.



